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hereby submits these comments to the public utilities Commission of
Y
First Solar, Inc.
design options
hereafter "Commission"), in project 40000, on resource adequacy
Texas (
currently under deliberation by the Commission and, specifically, how utility-scale solar fits
within those design options.
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entirety of First Solar's nearly 3,000 megawatt pipeline in the North America either: a) have a
long-term power purchase agreement of 20 to 25 years, b) were developed and sold as a
turnkey project to a utility, or, c) in the case of a few projects in and around Ontario, Canada,
have a feed-in tariff arrangement. All three of these models, in which energy, capacity and
renewable attributes are bundled and sold together, have proven effective in financing projects
as these structures are inherently low-risk for the project developer. In addition, the
contracting or purchasing off-taker has realized the value of a long-term solar commitment as
both a peaking renewable energy resource, and hedge against conventional fuel price volatility.
Solar has generally not, to date, participated in a deregulated energy or capacity market,
due to the inherent risk. Ideally, any changes in market design, or adoption of a new market
design, would recognize the dual benefits of peaking capacity contribution and hedge against
natural gas price volatility, and enable long-term contracts.

We do acknowledge that it is

important to recognize that solar is not alone in facing risk, and that investors in energy
resources of all fuel types face these same risks. The particular complication with solar is that it
has not yet been widely deployed in ERCOT, and thus the risk assessment is comparatively
greater. In this context, we offer the following thoughts in these comments on market design.
Supports the increase in the HCAP to 59,000/MWh
First Solar supports the Commission's decision on October 25th to raise the offer cap to
$9,000 per megawatt-hour over the next two years. Like other power producers that have
commented before this Commission, higher offer prices provide some insight into what the
market might be willing to bear, thus providing for some small amount of increased confidence
to invest in the market.
Market Design
First Solar does not take a firm position with regard to the final market design adopted
by the state. In reviewing the original Brattle Group report, submitted to the PUCT in June
2012, we did conclude that variations on most of the options, specifically options 2 through 5,
could potentially be sufficient to incent investment in utility-scale solar energy projects in
ERCOT, provided those options were structured appropriately.

Of the Brattle Group's

composite policy options discussed at the Commission's hearing on October 25th, we would
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lean toward a capacity market, provided that the rules within the market are structured to
appropriately value, and avoid unintentionally penalizing, solar.
We note that the Brattle Group did mention, in its composite policy options, within the
design overview for a capacity market, the goal of "aligning resource obligations and incentives
with resource adequacy value (special considerations for generation, variable resources, DR)".'
Solar is indeed a variable generator, though with very different characteristics than that of a
wind generator, and First Solar agrees that some special considerations should be made for
variable generation. We recommend that these considerations include, but not necessarily be
limited to, recognition of the peaking load capacity value of solar energy, avoiding any
requirement that all participating resources in a capacity market operate in precisely the same
manner - for example, by requiring all resources to be able to respond equally to dispatch
instructions.
Additionally, the Brattle Group also mentioned that the capacity market design must
"(r)ecognize that limited DR and variable resources do have value, but not as much as
traditional generation resources. ,2 It is true that solar PV does not operate like a traditional,
gas-fired, energy generator. Solar PV does not, however, provide inherently less value to the
system because of this fact. Solar PV has significant peaking capacity contribution, which
provides a lot of value to the system. Regulators in other jurisdictions with a capacity market
and/or resource adequacy requirement have also built within the market design recognition of
the peaking capacity value that solar provides to the grid. Based on simple peak coincidence,
solar has a very high capacity value in ERCOT, as there is so little solar in ERCOT today, and so
the peak load coincidence is quite high. First Solar recommends that the Commission and
ERCOT evaluate solar resource data and its potential value in ERCOT, and adopt a methodology
for calculating the capacity value of solar through a public process.
First Solar recognizes that, should the state adopt a capacity market or resource
adequacy obligation, there

may be requirements adopted that are unintentionally

discriminatory against or biased toward certain resources based on the specific performance
characteristics and capabilities of that resource.

There is mention in the Brattle Group's

Composite Policy Options that "(R)esources must be available whenever needed; lose capacity

1 Brattle Group Composite Policy Options, slide 19.
2 Brattle Group Composite Policy Options, slide 25.
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payments if not.i3 We fully recognize and agree that, if a resource receives a capacity contract
award, that its output must be reliable and predictable and consistent with the terms of its bid.
This is consistent with contractual terms that we agree to in long-term contracts. However, we
do not necessarily agree that a resource needs to be available 24 hours a day and 7 days a week
and readily dispatchable to participate in a capacity market and provide reliable and predictable
output to the grid. Solar forecasting is quite advanced and reliable, and output of solar energy
projects is predictable with a high degree of accuracy. Solar PV only generates during daylight
hours, and its output during those hours is quite predictable on any given day. It is absolutely
possible and reasonable, thus, for a non-dispatchable resource, like solar, to be relied upon as a
capacity resource and flexible gas fired generators to be relied upon to dispatch quickly when
needed. To this end, First Solar would recommend that, should the Commission decide to
adopt a resource adequacy obligation or capacity market, that they consider establishing
categories of resources based on attributes - such as operating hours, generation profile, and
flexible capability or lack thereof.
Thank you for considering these comments.

Respectfully Submitted,
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Rachel McMahon
Director, Regulatory Affairs
First Solar, Inc.

3 Ibid.
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